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Libya Becomes Member of Fund and Bank 


Libya became a member of the International Mone- 
tary Fund and the International Bank for Reconstruc- 
tion and Development on September 17, when the 
Articles of Agreement of these institutions were signed 
in Washington on behalf of the Government of Libya 
by Mr. Abdurrazak O. Missallati, Chargé d’Affaires 
of Libya in the United States. 

The quota of Libya in the International Monetary 
Fund is $5 million, and its subscription to the capital 
stock of the Bank is 50 shares with a total par value of 


IBRD Loans fo Peru and Malaya 
Loan to Peru 

The World Bank on September 17 made a loan 
equivalent to US$6,575,000 for the expansion and 
improvement of the Port of Callao, the main port of 
Peru. The Royal Bank of Canada, New York Agency, 
and The Philadelphia National Bank are participating 
in the loan, without the World Bank’s guarantee, for 
a total amount of $395,000. This represents the first 
three maturities which fall due between March 1, 1963 
and March 1, 1964. 

The loan was made to the Port of Callao Authority, 
an autonomous agency that operates the port. The 
expansion being undertaken by the Port Authority con- 
sists of the construction of a new two-berth pier for the 
handling of petroleum products, a new berth with 
mechanical equipment for the loading of minerals, two 
new general cargo berths, three new storage sheds, 
improved accommodations for passengers, the purchase 
of two diesel tugs and a cutter suction dredge, new main- 
tenance shops, and a gear store. 

The loan is for a term of 20 years and bears interest 
at 534 per cent per annum including the 1 per cent 
commission which is allocated to the Bank's Special 
Reserve. Amortization will begin March 1, 1963. The 
loan is guaranteed by the Government of Peru. 

Loan to Malaya 

The World Bank on September 22 made a loan 
equivalent to US$35.6 million for the Cameron High- 
lands hydroelectric project in the Federation of Malaya. 
The project will increase power supplies of the national 
network which at present serves the capital, Kuala 
Lumpur, and the States of Selangor, Negri Sembilan, 
and Malacca. The Cameron Highlands investment is 


$5 million. Sixty-eight nations are now members of the 
Fund and Bank. Admission of Libya brought the total 
of members’ quotas in the Fund to $9,193,000,000, 
and the total subscribed capital of the Bank to 
$9,510,400,000. 


Source: International Monetary Fund and International 
Bank for Reconstruction and Development, 
Joint Press Release, Washington, D.C., Sep- 
tember 17, 1958. 


the largest single development project so far undertaken 
by the Federation. The Chartered Bank, New York 
Agency, has agreed to participate in the loan to the 
extent of $500,000, representing portions of the first 
five maturities, which fall due from January 1964 to 
January 1966. 

This is the Bank’s first loan in Malaya. It was made 
to the Central Electricity Board (CEB), the statutory 
authority established by the Federation Government to 
operate federal power plants and the distribution system 
and to regulate electricity supplies generally in the 
Federation. 

The total cost of the first stage of the Cameron High- 
lands project is estimated at the equivalent of $51.2 
million. The Bank’s loan will cover the foreign exchange 
requirements; negotiations for the provision by the 
Commonwealth Development Finance Company of a 
20-year loan of £500,000 for the project have almost 
been completed; and the Federation Government will 
provide the remaining finance. Concurrently, the CEB 
is carrying out an additional capital works program 
requiring large expenditures. As a further contribution 
toward the execution of the project, the Colonial Devel- 
opment Corporation has agreed to renew for approxi- 
mately 25 years its existing loan of £7.1 million made 
in 1950-53 for building the 80,000-kilowatt Connaught 
Bridge power station. 

The IBRD loan is for 25 years and bears interest of 
5% per cent. Amortization will begin in January 1964. 
The loan is guaranteed by the Government of the 
Federation. 


Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., September 17 and 22, 1958. 
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IFC Investment in Pakistan 

It was announced on September 25 that the Inter- 
national Finance Corporation had agreed to invest 
US$750,000 for an extension of the cotton textile mill 
of Adamjee Industries Ltd. in Karachi, West Pakistan. 
The investment will permit additions to the cotton 
textile plant to improve the quality of locally produced 
cotton textiles and to replace types of fabric which 
have been imported in the past. Along with the textile 
program being financed by IFC, the company is under- 
taking a program to improve the operation of the 
paperboard and chemical plants, with the help of Sand- 
well and Co., pulp and paper consultants of Vancouver, 
Canada. 

IFC’s investment of $750,000 will be in notes bearing 
interest at 7 per cent. The notes will be retired in ten 
equal semiannual installments starting in 1964. In 
addition to the fixed interest, IFC receives an option to 
purchase from the Adamjee group ordinary shares of 
Adamijee Industries now equivalent in value to about 
80 per cent of its original investment. The IFC com- 
mitment is subject to completion of the necessary 
legal formalities. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 25, 1958. 


Europe 


Relaxation of U.K. import Controls 

Certain relaxations of controls on imports were 
announced by the United Kingdom on September 17; 
only a limited range of comparatively specialized items 
remains subject to control. Items freed of control are 
industrial, agricultural, and office machinery from the 
dollar area, newsprint, and canned salmon, with the 
exception of salmon imports from countries in the 
Soviet bloc. The relaxations mean, in effect, that almost 
all materials, basic foodstuffs, and “tools of trade” will 
be free. Colonial Governments have been invited to 
relax restrictions on a wide range of goods. 

Further steps will be taken as soon as the United 
Kingdom can be sure that world trade is expanding and 
the United Kingdom itself is free from inflation at home. 
Broadly, it is hoped to make a start next year. Controls 
would be removed altogether on as wide a range as 
possible of consumer goods and foodstuffs. Quotas 
would be established or increased for items where the 
cost of total liberalization might be greater than could 
be afforded; these quotas would be increased progres- 
sively until items were completely free. A limited num- 
ber of items presenting special difficulties would be 
considered on their merits, over a period of time. 
Source: The Times, London, England, September 18, 

1958. 


U.K. Trade 


Imports of the United Kingdom in August amounted 
to £304.4 million and exports and re-exports were 
£270.9 million. The trade deficit of £33:4 million ex- 
ceeded the July deficit by £6 million. Seasonal factors 
contributed to the decrease in trade during the month. 

Although the volume of imports has been largely 
maintained, the fall in commodity prices has reduced 
the import bill 11 per cent below that of last year. 
Exports have been 4 per cent less than a year ago. 
During the first three months of this year, the fall was 
less than 2 per cent whereas during the June-August 
period, which includes both the dock strike and the 
subsequent period of recovery, exports were 7 per cent 
less than a year earlier. Re-exports in the eight months 
January-August were 14 per cent higher than in the 
corresponding period in 1957, largely because of 
increased re-exports of rubber to Russia. 

Compared with a year ago, the trade gap has been 
almost halved. So far it has averaged £30.3 million per 
month, whereas last year it was over £57 million. But 
in the three months June-August it was running at over 
£47 million per month, compared with less than £24 
million in the first quarter. 


Source: The Financial Times, London, England, Sep- 
tember 13, 1958. 


Budget of the Netherlands Government 

In a note, “The Situation of the State Finances,” 
which accompanied the budget for 1959 presented to 
the Netherlands Parliament on September 16, a revised 
estimate places the budget deficit for the current year 
1958 at f. 1,140 million (US$300 million), which is 
much higher than the original estimate of f. 649 mil- 
lion (see this News Survey, Vol. X, p. 123). The 
increase was brought about by such factors as new 
projects to aid the employment situation, higher con- 
sumer and producer subsidies caused largely by declin- 
ing international agricultural prices, additional expendi- 
tures arising from the changed relationship with Indo- 
nesia, and tax receipts remaining below original expec- 
tations. 

Introducing his budget for 1959, the Minister of 
Finance said that the tendency to overspend current 
income, which had characterized the Netherlands econ- 
omy during the last two years, had subsided and that 
the economy is now in a process of regaining equilibrium 
between expenditure and current income. The change 
has manifested itself in an improvement in the balance 
of payments (a surplus of f. 650 million on goods and 
services account is expected for the first half of 1958, 
compared with a deficit of f. 560 million for the corre- 
sponding period of 1957) and in a lessening of the strain 
on the money, capital, and labor markets. Owing to the 
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sensitivity of exports and private investment to inter- 
national business conditions, the immediate future of 
the Netherlands economy still remains uncertain. How- 
ever, it appears that the trough has been reached and 
that a moderate resumption of economic expansion in 
the near future can be expected. When drafting its 
1959 budget, the Government’s primary aim had been 
to maintain conditions that would not upset internal and 
external monetary equilibrium, to expand national sav- 
ings, to maintain a high level of employment, and to 
solve the housing problems with the greatest possible 
speed. 

Total government expenditure for 1959 is budgeted 
at f. 9,012 million ($2,371 million), or f. 460 million 
more than the revised estimates for 1958. In order to 
keep the financing of home building on a sound eco- 
nomic basis, the Government has again undertaken to 
provide funds for the building of homes during 1959. 
This has required an appropriation of f. 670 million, or 
f. 419 million more than the final estimate for 1958. 
As in 1958, the 1959 budget contains projects to allevi- 
ate unemployment and sizable appropriations for sub- 
sidies to consumers and farmers. In regard to these 
last appropriations which include f. 110 million for 
subsidies to keep the retai! prices of milk low, the 
Government has asked the Social Economic Council to 
advise it as to the desirability of maintaining the milk 
subsidy. The Government also intends to re-examine 
its entire subsidy policy. 

Total revenue for 1959 is estimated at f. 7,525 mil- 
lion ($1,980 million). This estimate is based on the 
assumption that the economy will expand moderately 
in 1959 and that the temporary tax increases imposed 
last year will be maintained. 

The budget deficit for 1959 is thus estimated at 
f. 1,487 million ($391 million), compared with the 
1958 revised figure of f. 1,140 million. Given the 
improved financial and economic conditions in the 
Netherlands, the Government is of the opinion that a 
deficit larger than that for 1958 is permissible. Part 
of the deficit will again be financed with funds auto- 
matically accruing to the Treasury from institutional 
investors and, under existing market conditions, it will 
again be possible to finance a large part of the deficit 
with long-term loans. An f. 800 million bond issue (the 
first since May 1956) will be offered in the near future. 
Source: Miljoenennota 1959 (Government Memoran- 


dum on the 1959 Budget), The Hague, Neth- 
erlands, 1958. 


Bank of Norway's Position 


A Supreme Court Counsel, Mr. Sven Arntzen, was 
requested by the Norwegian Banking Association to 
study the position of the Bank of Norway in order to 


clarify a situation that has mystified many experts; he 
was given three questions to answer. The first, whether 
the Bank of Norway is, or should be, wholly free in its 
monetary policy measures, he answered with an unquali- 
fied “no.” The second, whether the Bank in its 
monetary measures is, or should be, bound by the 
fundamental objectives set for economic policy as a 
whole by the Government and Parliament, was answered 
in the affirmative, but with the qualification that the 
objectives may be framed in such general and vague 
terms that, in marginal cases, there may easily be 
different opinions as to whether a particular monetary 
measure agrees with them, works against them, or does 
not influence them at all. The third question was 
whether the Bank of Norway is, or should be, free in 
its action in the sphere of monetary policy, in the 
sense that it may use its own judgment to decide 
whether the measures taken would further the general 
objectives. The opinion of the Counsel was that, under 
current legislation, the Bank of Norway has the right, 
on its own initiative and without first consulting the 
political authorities, to adopt monetary measures which, 
in its own unimpeachable judgment, agree with the 
fundamental objectives. Moreover, the current legis- 
lation gives the Bank of Norway the right to determine 
independently whether a particular measure agrees 
with the fundamental objectives and, if satisfied that 
this is the case, to adopt it. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 3, 1958. 


Wage Increases in Norway 

Wage increases ranging from 2.5 per cent to 4.5 per 
cent have been awarded by the Norwegian Compulsory 
Arbitration Board and will be granted to about 240,000 
Norwegian employees, or some 25 per cent of the total 
number of wage earners in Norway. Most of the 
increases will be retroactive to mid-July. 

The Government ordered the Board to work out a 
settlement after both voluntary and compulsory negotia- 
tions between the Norwegian Federation of Trade 
Unions and the Norwegian Employers’ Association had 
proved fruitless. The trade unions had claimed full 
compensation for the 4.6 per cent rise in the cost of 
living index between mid-December 1957 and mid-June 
of this year (see this News Survey, Vol. XI, p. 35). 

The increases awarded are as follows: 2.5 per cent 
for piece rate wages, 3.5 per cent for time rate wages, 
and 4-4.5 per cent for white-collar workers and restau- 
rant employees. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 4, 1958. 
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Interest Rates in Finland 
The Bank of Finland has announced that it will lower 


its basic rediscount rate from 8 per cent to 7% per cent, 
effective October 1. This move follows an earlier deci- 
sion of the credit institutions to lower their lending and 
deposit rates by % per cent. The Bank of Finland’s 
lowest interest rate for direct credits, which is 6% per 
cent and thus has been lower than the rate applied by 
the other credit institutions, will remain unchanged. 


Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 6 and 19, 1958. 


Foreign Trade of Finland 

General signs of depression in international trade 
and the oversupply of timber and paper products in 
world markets have affected sales of Finland’s principal 
export products. As expected, the immediate effect on 
exports of the September 1957 devaluation of the 
markka was confined to making it possible to continue 
production undiminished in spite of a decline in inter- 
Imports were affected by 
two opposing factors: the extensive liberalization of 
imports and the reduced domestic demand for foreign 
goods as a result of the decline in activity in Finland 
and the higher price for imported goods owing to the 
devaluation. 

During the first half of 1958, the volume of exports 
was 7-8 per cent less than in the same period of 1957 
but greater than in any other previous year. Exports 
of sawn goods fell by 21 per cent between the first half 
of 1957 and the first half of 1958; mechanical pulp 
declined by 18 per cent, round wood by 8 per cent, 
and paper by 5 per cent, whereas exports of chemical 
pulp were unchanged and exports of fiber boards 
increased by 40 per cent and of paper and cardboard 
products by 16 per cent. 

The volume of imports was less in the first half of 
this year than in any of the past three years. The 
sharp decline in imports of raw materials and of fuel 
and lubricants was due mainly to the fact that imports 
of these items in 1957 had been exceptionally high. 

In trade with particular areas, the share of exports 
to the free-listed countries in Western Europe remained 
unchanged from last year, that to the dollar countries 
declined slightly, and that to the bilateral agreement 
countries increased. The share of imports from the 
free-listed Western European countries rose sharply, 


national price quotations. 


whereas that from the bilateral agreement countries, 
and also from the dollar countries, declined. Restricted 
imports from the bilateral agreement countries fell 
more than liberalized imports from those countries, 
mainly because certain raw materials and fuels which 
are purchased chiefly from the Eastern bloc countries 
were imported in record quantities during the first half 


of 1957, when prices for these goods were considerably 
higher than they have been this year. 


Source: Hufvudstadbladet, Helsinki, 
gust 31, 1958. 


West German Export Credits 

Kreditanstalt fiir Wiederaufbau (Reconstruction Loan 
Corporation) has started a scheme to finance exports 
from the Federal Republic of Germany to underdevel- 
oped countries by granting credits for periods ranging 
from four to eight years. An export finance fund has 
been formed, with initial resources of DM 260 million 
from an allocation of ERP funds; its resources will later 
be raised to about DM 400 million by recourse to the 
capital market. In view of the liquidity of the money 
market, the Corporation also proposes to issue four- 
year deposit certificates. Thus, with resources aggre- 
gating about DM 500 million, the Corporation hopes 
to be able to grant export finance considerably in excess 
of DM 1 billion. 


Source: Handelsblatt, Diisseldorf, Germany, Septem- 
ber 3, 1958. 


Finland, Au- 


West German Coal Market 

An agreement has been reached between the Federal 
Minister of Economic Affairs, Dr. Erhard, and the coal 
producers in West Germany on various measures to be 
taken to correct the marketing difficulties affecting 
German coal. Most important is the willingness of the 
mines to grant to their industrial customers a 10 per 
cent price reduction on purchases in excess of current 
purchases. The reduction will benefit not only large 
consumers in Germany, but also those in other coun- 
tries of the European Community for Coal and Steel 
(ECCS), since no price discrimination is permitted 
inside that area. However, the Minister has stated that, 
in view of the cost and profit situaton in the Ruhr 
mines, it would be unrealistic to assume that, in gen- 
eral, German coal prices could be reduced. 

It has also been agreed that exports of German coal 
must be encouraged through offers at cheaper prices. 
Coal for which contracts have already been placed in 
the United States should be disposed of, as much as 
possible, in third countries; the German coal industry 
will have to bear any loss arising from a price differen- 
tial between coal imports from the dollar area and 
re-exports to the OEEC area. Steps are to be taken to 
stimulate sales of coal and coke to the iron and stee! 
industries; the mines are willing to sell coke to the steel 
industry at a 10 per cent discount until the end of 
March 1959, and the steel industry will be encouraged 
to increase the consumption of natural gas in preference 
to petroleum. 
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As a counterpart to the measures taken by the mines, 
the Minister has agreed to resort to the emergency clause 
provided in the GATT (Article 19) and to prohibit for 
the time being the conclusion of contracts for coal 
imports. Outstanding contracts, which presently amount 
to more than 40 million tons, will be examined by the 
Ministry of Economic Affairs; those that have not been 
finalized will be treated as violations of the German 
exchange control regulations and will be canceled. 
Dr. Erhard expressed the hope for understanding in 
the United States of the reasons for the prohibition of 
further contracting; he pointed out that the purpose of 
the GATT emergency clause was to permit the main- 
tenance of a liberal economic system. The United 
States can still expect to export considerable quantities 
of coal to the Federal Republic; in the current year, 
such exports amount to 12 million tons, compared with 
16 million tons last year. According to Dr. Erhard, the 
prohibition should have far-reaching psychological 
effects: the German consumer will again have to take 
German coal, and he will understand that in future 
German coal will be the basic source of energy. All 
these measures have been reported by the Federal 
Government to the High Authority of the ECCS. 


Sources: Bulletin des Presse- und Informationsamtes 
der Bundesregierung, Bonn, Germany, Sep- 
tember 4, 1958; Neue Ziircher Zeitung, 
Ziirich, Switzerland, September 5, 1958. 


Middle East 


Prohibition on Rice Exports from Egypt 

Egypt’s Ministry of Supply announced on August 12 
that exports of rice would be prohibited after Septem- 
ber 20. This action was taken in view of the current 
low supply of rice and the uncertainty of the new crop, 
which may be sufficient to meet only domestic consump- 
tion in 1958-59. Rice production is expected to be low 
this season, since only an estimated 500,000 feddans 
were planted, mainly because of an inadequate supply 
of water, compared with 731,000 feddans in 1957-58 
(1 feddan=1.038 acres). 

On the basis of an average yield of 1.53 metric tons 
of milled rice per feddan, the current planted acreage 
would produce a crop of only 765,000 tons, compared 
with 1,117,000 tons last year. Annual Egyptian con- 
sumption of milled rice is estimated at 600,000-650,000 
tons. In the event these estimates are realized, some 
115,000-165,000 tons would be available as surplus, 
and the export ban might be lifted. An exportable sur- 
plus of 492,000 tons was obtained from last year’s 
crop. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 1, 1958 


Extension of Gezira Area in the Sudan 


The Sudan’s Gezira Scheme, comprising about a 
million feddans of irrigated lands, has been expanded 
by about 130,000 feddans (1 feddan=1.038 acres) as 
a result of the partial completion of the first phase of 
the Managil extension. Over half of this increase in 
acreage has been allocated to cotton, representing an 
increase of about 27 per cent in the Gezira cotton area. 
Maize will be grown on 33,000 feddans and other pulses 
on 30,000 feddans. This allocation places greater em- 
phasis on cotton as a cash crop than has so far been 
usual. 

Financing of the entire Managil extension, which 
would ultimately add 800,000 feddans to the irrigated 
area, including 267,000 feddans of cotton area, is 
encountering serious difficulties. The estimated cost of 
the Scheme has been revised upward from LSd 35.6 
million to LSd 36.4 million. It has become necessary 
to defer some of the expenditure on the second phase 
of the Scheme, and the Government has indicated that 
external financial assistance will be required to finance 
its third and fourth phases. Negotiations are now tak- 
ing place in Khartoum which might result in German 
firms providing medium-term credit under a guarantee 
of the West German Government. 


Source: Middle East Economic Digest, London, Eng- 
land, September 5, 1958. 


Economic Developments in Ethiopia 

Ethiopia’s exports, except hides and skins, in the 
first half of 1958 were lower than in the corresponding 
period of 1957, mainly as a result of a decline in coffee 
exports. This is the low year in the two-year cycle 
which characterizes Ethiopia’s coffee production; in 
addition, the price of Ethiopian coffee in the New York 
market continued last year’s decline, and the lowest 
prices since 1955 were quoted last April and May, 
when they were about US$0.41-0.42 per pound. Since 
then, there has been some recovery. 

Exports of oilseeds, cereals, and pulses also were 
relatively low in the first half of 1958, primarily because 
of unfavorable climatic conditions in 1957, which made 
that year a poor one for field crops. The carry-over 
into 1958, and therefore the quantities available for 
export and local consumption, were subnormal. Domes- 
tic prices of these grains showed far more than the 
normal seasonal increase. In order to counteract the 
scarcity of basic food items, the Government has 
exempted flour imports from import duties and has 
prohibited exports of foodgrains, except beans. 

As a result of relatively poor exports, the State Bank’s 
foreign exchange holdings increased by only Eth$8.3 
million (US$3.3 million) during the first half of 1958, 
compared with an increase of Eth$25.4 million in the 
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first half of 1957 and Eth$11.6 million in the first six 
months of 1956. The money supply increased by much 
less than it usually does during the first half of the year; 
the increase in the first six months of 1958 was Eth$6.5 
million, whereas in the first half of 1957 it was Eth$19.4 
million, and in the first half of 1956, Eth$12.5 million. 
The moderate increase in the first half of 1958 was due 
primarily to the less than usual increase in foreign 
assets and private credit. In addition, the Government's 
financial operations had a deflationary influence. 
Source: State Bank of Ethiopia, Report on Economic 
Conditions and Market Trends, Addis Ababa, 
Ethiopia, August 1958. 


Development Plan for Syria 

The Vice-President of the United Arab Republic, 
Mr. Akram al-Hourani, has outlined Syria’s economic 
development plans for the next ten years. A draft plan 
estimates expenditure on development during this period 
at LS 2,250 million. Of this total, 65 per cent will be 
allocated to irrigation projects and hydroelectric power 
Stations. The most important development project 
under the program is the Euphrates scheme to irrigate 
about 800,000 hectares of land, equivalent to double 
the area at present irrigated in Syria, and to provide 
about 300,000 kw. of power generating capacity. Tech- 
nical studies of the project have been started under the 
economic aid agreement with the U.S.S.R. 

In connection with the Ghab drainage scheme in 
northwest Syria, a start has been made on the construc- 
tion of two dams; irrigatior schemes connected with 
the Yarmuk, Sin, and Khabur Rivers are also in prog- 
ress. The establishment of new industries with financial 
help from West Germany is under discussion; agreement 
has been reached for the construction of a celluloid 
factory in Syria. A new thermal power station is being 
built at Latakia, and studies have been made for elec- 
trical projects in various parts of Syria. 

Source: Middle East Economic Digest, London, Eng- 
land, September 5, 1958. 


Far East 


Restriction on Capital Movements from Ceylon 

The Ceylon Government has prohibited the with- 
drawal from Ceylon of any capital arising from the 
sale of immovable property owned by nonresidents since 
August 15, 1957. These amounts are to be credited to 
a special blocked account and can be used for reinvest- 
ment in Ceylon with the right to remit current income 
arising from such investment. The ban does not apply 
to residents returning to their countries of origin with 
their assets, including the sale proceeds of property 
held in Ceylon. In the three years 1955-57, the trans- 
fer of capital funds from the liquidation or property 


sales of sterling companies amounted to Rs 14.8 mil- 
lion (US$3.1 million), Rs 11.7 million ($2.5 million), 
and Rs 14.7 million ($3.1 million). Capital outflow 
averaged Rs 115.7 million ($24.3 million) per year, 
most of which represented repatriation of investment 
and savings by foreign firms and individuals. 
Sources: Ceylon News, Colombo, Ceylon, August 28, 
1958; The Times of India, Bombay, India, 
August 30, 1958. 


Japan's Export Goal 
The Japanese Government has lowered its goal for 
export earnings in the current fiscal year (April 1, 1958- 
March 31, 1959) from $3,150 million to $2,887 mil- 
lion. The new figure is, nevertheless, about 2.5 per cent 
above actual export earnings in the previous fiscal year. 
It is considered more practicable in view of the changes 
in domestic and foreign economic conditions, and, in 
particular, the 10 per cent decline in export prices 
between August 1957 and June 1958. 
Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, September 13, 
1958. 


United States and Canada 


U.S. Balance of Payments 

Gold and dollar holdings outside the United States 
continued to rise in the second quarter of 1958. The 
rise resulting from transactions with the United States 
was $1.0 billion, almost double that of the previous 
quarter. From September 1957 through the second 
quarter of this year, the outflow of gold and dollars 
from the United States added over $1.7 billion to the 
holdings of the rest of the world, more than offsetting 
the inflow into the United States of nearly $1 billion in 
the year following the closing of the Suez Canal. The 
net outflow in the second quarter of 1958 was the larg- 
est for any quarter on record, with the exception of the 
third quarter of 1950, immediately after the outbreak 
of hostilities in Korea. Several countries converted into 
gold their net dollar earnings during the second quarter. 
In that quarter, $1.1 billion was paid in gold by the 
United States to other countries; total holdings abroad 
of liquid dollar assets declined slightly. Gold purchases 
coincided with large liquidations of holdings abroad of 
U.S. Government securities; as the yield on government 
and other securities declined, countries resumed their 
traditional policies of keeping a higher proportion of 
their reserves in gold. 

U.S. purchases of new foreign securities during the 
second quarter amounted to about $380 million, a 
postwar high figure; about half of the total amount 
went to Canada and about 40 per cent to the Interna- 
tional Bank for Reconstruction and Development. 
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Direct investments were higher than during the first 
quarter, but lower than in the second quarter of 1957 
when extraordinarily large amounts of capital were 
transferred abroad by the petroleum industry. 

U.S. merchandise imports were slightly greater than 
in the first quarter; when compared with the second 
quarter of 1957, they showed a decrease of only 2 per 
cent. Imports of industrial materials were less than 
last year; imports of foodstuffs, mostly meat, increased, 
reflecting temporary shortages in the U.S. domestic 
supply; and imports of automobiles and other manufac- 
tures also rose. Merchandise exports showed little 
change from the first quarter of this year but were $1 
billion less than in the second quarter of 1957. About 
half of the decline from 1957 was in exports to Europe 
and about 20 per cent in exports to Canada. Another 
factor in the decline in foreign: disbursements in the 
United States was the virtual elimination of foreign 
long-term investment. In the first half of 1957, this 
investment amounted to almost $300 million, but in 
the first half of 1958 it had fallen to $30 million. 
Source: Department of Commerce, Press Release, 

Washington, D.C., September 22, 1958. 


U.S. Import Quotas on Lead and Zinc 

Quotas on U.S. imports of lead and zinc have been 
imposed by President Eisenhower. Beginning Octo- 
ber 1, imports will be limited to 80 per cent of the 
average of imports during the five. years 1953-57. The 
quotas will be on a quarterly basis, with each producing 
country assigned its share. The yearly lead quota will 
be 355,000 tons, and the zinc quota, 521,000 tons. 
Relative to 1957, the quota for lead is a reduction of 
30 per cent, and for zinc a reduction of 40 per cent. 
The principal producing countries affected are Mexico, 
Canada, Peru, and Australia. 

The action to limit imports of lead and zinc followed 
a Tariff Commission decision that the recent level of 
imports was harming domestic producers. The Tariff 
Commission’s recommendation that the President take 
remedial measures had been made in June. The Presi- 
dent, however, delayed action in the hope that the Con- 
gress would adopt a subsidy program for the lead and 
zinc mining industries, but the Congress took no action. 
Source: The Journal of Commerce, New York, N.Y.. 

September 23, 1958. 


U.S. Rediscount Rate 

The Board of Governors of the Federal Reserve 
System approved an increase from 1% per cent to 2 per 
cent in the rediscount rate of the Federal Reserve Bank 
of Philadelphia, effective September 19, and a similar 
increase for the Reserve Bank of Boston, effective 
September 22. The Boston bank was the last of the 
12 regional reserve banks to increase its rate following 


the first increase—by the San Francisco bank—at mid- 

August (see this News Survey, Vol. XI, p. 63). 

Source: The Journal of Commerce, New York, N.Y.., 
September 23, 1958. 


Canadian Government Bond Issues 

Following the conversion offer made in July (see 
this News Survey, Vol. XI, p. 31), almost $5.2 billion 
of Canada’s $6.4 billion wartime Victory bonds had 
been converted by September 10. The Federal Govern- 
ment announced on September 16 a new issue of $600 
million of two types of short-term bond, mainly for the 
purpose of refunding a $400 million, 3 per cent loan 
due October 1. Yields will be at 2.77 per cent and 
2.96 per cent. In addition, the new issue of 15-year 
Canada Savings Bonds carrying an effective interest 
rate of 4.19 per cent for the full term will go on sale 
October 14. The interest rate will be 32 per cent the 
first year and 4% per cent for the remaining 14 years. 
The average yield for the 1957 issue with a 12-year 
maturity was 4.46 per cent, and a record of $1.2 billion 
was raised through savings bonds last year. As usual, 
no limit has been set for the amount of savings bonds 
to be sold. The limit that any individual may hold is 
set at $10,000. Coupon bonds will be available in 
denominations of $50, $100, $500, $1,000, and $5,000. 
Source: The Globe and Mail, Toronto, Canada, Sep- 

tember 17, 1958. 


Latin America 
Peru's Exchange Rates 
The foreign exchange market in Peru showed marked 
stability in the first half of September, the certificate 
rate fluctuating between S/. 23.80 and S/. 24.00 per 
U.S. dollar, and the free draft rate being slightly higher. 
Peru’s external payments position was in balance in 
July and August, and the central bank increased its 
reserves by US$2.2 million while outstanding commit- 
ments in bankers’ acceptances in New York were 
reduced from $3 million to $1 million. 
Source: Banco Continental, News Letter, Lima, Peru, 
September 19, 1958. 


Foreign Trade of Uruguay 

Uruguay’s foreign trade position remained critical in 
the second quarter of 1958, with imports limited to the 
most essential needs and exports still at a depressed 
level. Prospects for the rest of 1958 are unfavorable, 
since import restrictions cannot be maintained too long 
without affecting local industries and giving rise to 
unemployment. 

Unofficial import figures indicate that imports during 
the four months January-April 1958 amounted to the 
equivalent of US$27.4 million, compared with US$79 
million in the same period in 1957. Exports were $51.4 
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million. Information for exports in May and June is 
not yet available; however, they undoubtedly decreased 
further as wool exports nearly reached a standstill. 

The Board of Exchange continued to grant import 
licenses for absolutely essential goods. Industry, when 
applying for needed imports for each quarter, had to 
show consumption, stocks, etc.; and commercial im- 
porters had little chance of obtaining import licenses 
unless they could prove some need that admitted no 
delay. Imports of luxury goods (second and third 
category) remain completely paralyzed. 

Upon the insistence of industrial circles, the central 
bank decided to consider favorably the switch of clear- 
ing currencies. Applications had to be made by manu- 
facturers for permits to import goods from hard cur- 
rency areas with payment in clearing currencies. 
Source: Hollandsche Bank-Unie N.V., Economic Re- 

view, Amsterdam, Netherlands, August 1958. 


Other Countries 
Australian Wool Sales 


The new Australian wool season opened at the end 
of August with some uncertainty and prices consider- 
ably below those ruling at the end of the 1957-58 
season. The average price, which for the previous 
season as a whole had been 62 Australian pence a 
pound, was less than 50 pence. 

Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, August 30, 1958. 


Trade Agreement Between Australia and Malaya 

The Federation of Malaya signed a trade treaty with 
Australia on August 26 to come into force immediately 
and to continue for three years. This is the first trade 
agreement signed by the Federation. Its main provisions 
are as follows: Australia has agreed to remove the 
import duty on the Federation’s rubber, to continue the 
present free entry of Malayan tin, and to leave un- 
changed the rate of import duty on undressed sawn 
timber from the Federation. The Federation will give 
Australia the opportunity to sell to it a minimum of 
80,000 tons of flour and 14,000 tons of wheat a year. 
The Federation also has agreed to investigate the rea- 
sons for the recent fall in its purchases of Australian 
flour and, if necessary, to take action to protect Aus- 
tralia against unfair trading practices of European and 
other flour exporters. In addition, it has agreed not to 
reduce the present preferences accorded to Australia 
on processed milk, butter, certain canned fruit, un- 
dressed leather, and accumulator parts. 

According to a statement of the Australian Minister 
for Trade, the agreement puts into effect the principle 
of mutual protection against the unfair trading practices 
of other countries. For example, the assurance that 
specified quantities of Australian flour and wheat would 


be imported by the Federation protected Australia 
against competition by subsidy or dumping. Arrange- 
ments have also been made to ensure that Australian 
manufacturers have full opportunity to compete for the 
supply of machinery, plant, and equipment for the 
economic development needs of the Federation. 


Sources: The Financial Times, London, England, Au- 
gust 27, 1958; Australian Financial Review, 
Sydney, Australia, August 28, 1958. 


Central Bank of Nigeria 


Addressing the Board of the Central Bank of Nigeria 
before its first meeting in Lagos on July 30, the Prime 
Minister of Nigeria said that the Bank is an autonomous 
statutory institution, deliberately divorced from political 
control. “But,” he added, “it is independent within 
rather than of the Government. The close connection 
between banking and monetary policy and the Govern- 
ment’s fiscal and economic policies will demand intimate 
cooperation between the bank and the Ministry of 
Finance, and this must be based on mutual respect and 
understanding.” The Minister of Finance said that he 
looked to the Bank to encourage the growth of a domes- 
tic money market and so to provide the means for the 
increased domestic government borrowing needed to 
finance further development of the economy. 


Source: Government of the Federation of Nigeria, 
Federal Information Service, Federal Nigeria, 
Lagos, Nigeria, August 1958. 


Commercial Banks’ Currency Notes in Jamaica 


The Jamaican Government has announced that cur- 
rency notes issued by commercial banks operating in 
Jamaica are no longer legal tender. Such notes had 
been issued in the past by Barclays Bank D.C.O., the 
Bank of Nova Scotia, the Canadian Bank of Commerce, 
and the Royal Bank of Canada. 


Source: The Financial Times, London, England, Sep- 
tember 19, 1958. 
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